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ORDER

PER N.K. BILLAIYA, ACCOUNTANT MEMBER:-

This appeal by the Revenue is preferred against the order of the
ld. CIT(A) -3 Gurgaon dated 20.03.2019 pertaining to Assessment Year

2014-15.



2.  The sum and substance of the grievance of the Revenue is that the
ld. CIT(A) erred in deleting the addition of Rs. 8.42 crores by applying

Percentage of Completion Method [POCM].

3.  Briefly stated, the facts of the case are that a search and seizure
operation was conducted at the residential as well as business premises
of the assessee group and accordingly, statutory proceedings were

initiated against the assessee.

4.  During the course of scrutiny assessment proceedings, field
enquiries of the project were undertaken by the department and field
enquiries revealed that 70% of stock in trade has been sold as against 75%

of booking amount received.

5. Taking a leaf out of these facts, the Assessing Officer formed a
belief that POCM is applicable and to justify this, the Assessing Officer
referred to the Accounting Standard for real estate project issued by
Institute of Chartered Accountant of India which provided that w.e.f.
01.04.2012 income has to be accrued in respect of all real estate on

POCM.



6. The Assessing Officer accordingly, recomputed profitability of the

assessee applying POCM and made addition of Rs. 8.42 crores.

7. The assessee carried the matter before the ld. CIT(A) and convinced
the ld. CIT(A) that the Project Completion Method is applicable. It was
further contended that the assessee has been consistently following the
PCM since A.Y 2010-11 and in all the preceding years, method of
accounting has been duly accepted by the Assessing Officer in the

assessment framed u/s 143(3) r.w.s 153A of the Act.

8.  Following the principles of res judicata as enunciated by the Hon'ble
Supreme Court in the case of Excel Industries Ltd 358 ITR 295 and drawing
support from the decision of the Hon'ble Jurisdictional High Court in the
case of Paras Buildtech India (P) Ltd 382 ITR 630, the ld. CIT(A) deleted

the addition.

9. Before us, the ld. DR strongly supported the findings of the

Assessing Officer and read the relevant operative part.



10. Per contra, the ld. counsel for the assessee reiterated what has

been stated before the ld. CIT(A).

11.  We have carefully perused the orders of the authorities below. The
method of accounting adopted by the assessee can be understood from

the following chart:

12. From the above, it is clear that prior to the impugned A.Y 2014-15,
in the case of all previous A.Ys, assessment has been framed after

thorough scrutiny and method of accounting has been accepted by the



Assessing Officer. On such facts the ratio laid down by the Hon'ble

Supreme Court enunciating Rule of Consistency squarely applies.

13. In so far as applicability of Accounting Standard Guidance Note is
concerned, it is pertinent to mention that the same has not been notified
by the Central Government for the purpose of section 145(2) of the Act.
Therefore, no adverse inference can be drawn. For this proposition, we
draw support from the decision of the Hon'ble High Court of Delhi in the
case of Para Buildtech India (P) Ltd [supra] wherein the Hon'ble High

Court has held as under:



14. It would also be pertinent to refer to the decision of the Hon'ble
Supreme Court in the case of Bilhari Investment Pvt Ltd 299 ITR 1 wherein
the Hon'ble Supreme Court had to decide on choice of method of

accounting and the Hon'ble Supreme Court held as under:

"15. Recognition/identification of income under the 1961 Act is
attainable by several methods of accounting. It may be noted that the
same result could be attained by any one of the accounting methods.
Completed contract method is one such method. Similarly, percentage of

completion method is another such method.

16. Under completed contract method, the revenue is not recognised
until the contract is complete. Under the said method, costs are
accumulated during the course of the contract. The profit and loss is
established in the last accounting period and transferred to P & L
account. The said method determines results only when contract is
completed. This method leads to objective assessment of the results of

the contract.

17. On the other hand, percentage of completion method tries to attain
periodic recognition of income in order to reflect current performance.
The amount of revenue recognised under this method is determined by
reference to the stage of completion of the contract. The stage of
completion can be looked at under this method by taking into
consideration the proportion that costs incurred to date bears to the

estimated total costs of contract.



18. The above indicates the difference between completed contract

method and percentage of completion method.

19. In the judgment of the Bombay High Court in Taparia Tools Ltd.
(supra) it has been held that in every case of substitution of one method
by another method, the burden is on the Department to prove that the
method in vogue is not correct and it distorts the profits of a particular
year. Under the mercantile system of accounting based on the concept of
accrual, the method of accounting followed by the assessees is relevant.
In the present case, there is no finding recorded by the AO that the
completed contract method distorts the profits of a particular year.
Moreover, as held in various judgments, the Chit Scheme is one
integrated scheme spread over a period of time, sometimes exceeding 12
months. We have examined computation of tax effect in these cases and
we find that the entire exercise is revenue neutral, particularly when the

scheme is read as one integrated scheme spread over a period of time.

In the past, the Department had accepted the completed contract
method and because of such acceptance, the assessees, in these cases,
have followed the same method of accounting, particularly in the context
of chit discount. Every assessee is entitled to arrange its affairs and
follow the method of accounting, which the Department has earlier
accepted. It is only in those cases where the Department records a
finding that the method adopted by the assessee results in distortion of
profits, the Department can insist on substitution of the existing
method. Further, in the present cases, we find from the various

statements produced before us, that the entire exercise, arising out of



change of method from completed contract method o deferred revenue

expenditure, is revenue neutral.

Therefore, there was no reason to interfere with the impugned judgment
of the High Court and, accordingly, the instant appeal was to be

dismissed.”

15. Considering the facts of the case in totality, in light of the judicial
decisions discussed hereinabove, we do not find any reason to interfere

with the findings of the ld. CIT(A).

16. In the result, the appeal of the Revenue in ITA No. 4807/DEL/2019
is dismissed.

The order is pronounced in the open court on 16.08.2023.

Sd/- Sd/-
[YOGESH KUMAR U.S] [N.K. BILLAIYA]
JUDICIAL MEMBER ACCOUNTANT MEMBER

Dated: 16™ August, 2023.
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